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Q.

8 A.

Q.

1O A.

DIRECT TESTIMONY OF
HARRY L. SCRUGGS

ON BEHALF OF
SOUTH CAROLINA ELECTRIC 4 GAS COMPANY

DOCKET NO. 2008-5-G
-. r

'

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. -'"6,.
Harry L. Scruggs, 1426 Main Street, Columbia, South Carolina. ~

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

I am a Lead Rate Analyst in the Gas Rates Department of SCANA

Services, Inc.

Q. DESCRIBE YOUR EDUCATIONAL BACKGROUND AND BUSINESS

13 EXPERIENCE.

16

17

18

19

20

21

A. I am a 1979 graduate of Erskine College where I received a Bachelor of

Arts Degree in Mathematics. I was hired in June of that year by Carolina Pipeline

Company as a gas control operator where I worked seven years. In August 1986, I

went to work for South Carolina Electric k, Gas ("SCEAG") as an analyst in its

Lo 1d Research Department. In February 1988, we formed the Gas Rates

Department. In February 2007, I was assigned to my current position. I have

developed and assisted in the development of cost of service studies, gas cost

recovery mechanisms, allocation methodologies, rate analyses, and rate design.

22 Q. HAVE YOU EVER TESTIFIED BEFORE THIS COMMISSION?

23 A. Yes, on a number of occasions.

/92 9

8

9

10

11

QI

A.

Q.

A.

DIRECT TESTIMONY OF

HARRY L. SCRUGGS

ON BEHALF OF

SOUTH CAROLINA ELECTRIC & (;AS COMPANY

DOCKET NO. 2008-5-G

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

(15
6-)

(2<2

Harry L. Scruggs, 1426 Main Street, Columbia, South Carohna._- 5
crl

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?

P_',.-3

2Z= ..
:- ill

7"?'7

f2D

I am a Lead Rate Analyst in the Gas Rates Department of SCANA

Services, Inc.

12

13

Qo DESCRIBE YOUR EDUCATIONAL

EXPERIENCE.

BACKGROUND AND BUSINESS

14

15

16

17

18

19

20

21

22

23

A° I am a 1979 graduate of Erskine College where I received a Bachelor of

Alas Degree in Mathematics. I was hired in June of that year by Carolina Pipeline

Company as a gas control operator where I worked seven years. In August 1986, I

went to work for South Carolina Electric & Gas ("SCE&G") as an analyst in its

Load Research Department. In February 1988, we formed the Gas Rates

Department. In February 2007, I was assigned to my current position. I have

developed and assisted in the development of cost of service studies, gas cost

recovery mechanisms, allocation methodologies, rate analyses, and rate design.

HAVE YOU EVER TESTIFIED BEFORE THIS COMMISSION?

Yes, on a number of occasions.

24

25

1[ -



Q. WILL YOU BRIEFLY SUMMARIZE THE DUTIES YOU PERFORM FOR

SCEdkG?

3 A. I am responsible for the preparation and oversight of gas cost of service

studies, gas rate design, gas quarterly return on common equity filings and gas

cost analyses.

6 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

8 A.

10

12

The purpose of my testimony is to 1) support the Company's gas cost

1 ec overy mechanism and answer questions concerning its operation and

performance and, 2) support the cost of gas data, including the over / under

collection amount, for the period under review in this proceeding, which is March

2007 through February 2008 ("Review Period" ).

13 Q. PLEASE DESCRIBE THE COMPANY'S COST OF GAS RECOVERY

14

1S A.

16

17

18

19

21

22

23

MECHANISM (PGA) AS CURRENTLY ADMINISTERED BY SCE&G.

SCEKG sets the gas cost factor for each customer class each month using a

rolling 12-month forecast of both demand and commodity related inputs. SCESG

updates its cost of gas forecast each month using the new, New York Mercantile

Exchange ("NYMEX") prices as well as the hedging effect for each of the next 12

months. SCEAG uses the NYMEX closing prices for a date selected by the

Ccmpany allowing the revised rates to be filed in time to notify the Commission

bet'ore the first billing cycle of the next month. The forecast is reviewed and

updated as necessary to reflect current assessments of anticipated industrial

margins, capacity release credits, dollar effect of hedging and firm sales levels.
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A.
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Qo

A.

WILL YOU BRIEFLY SUMMARIZE THE DUTIES YOU PERFORM FOR

SCE&G?

I am responsible for the preparation and oversight of gas cost of service

studies, gas rate design, gas quarterly return on common equity filings and gas

cost analyses.

WItAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

The purpose of my testimony is to 1) support the Company's gas cost

recovel_T mechanism and answer questions concerning its operation and

performance and, 2) support the cost of gas data, including the over / under

collection amount, for the period under review in this proceeding, which is March

2007 through February 2008 ("Review Period").

PLEASE DESCRIBE THE COMPANY'S COST OF GAS RECOVERY

MECHANISM (PGA) AS CURRENTLY ADMINISTERED BY SCE&G.

SCE&G sets the gas cost factor for each customer class each month using a

rolling 12-month forecast of both demand and commodity related inputs. SCE&G

updates its cost of gas forecast each month using the new, New York Mercantile

Exchange ("NYMEX") prices as well as the hedging effect for each of the next 12

months. SCE&G uses the NYMEX closing prices for a date selected by the

Company allowing the revised rates to be filed in time to notify the Commission

be tbre the first billing cycle of the next month. The forecast is reviewed and

updated as necessary to reflect current assessments of anticipated industrial

margins, capacity release credits, dollar effect of hedging and firm sales levels.

2
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The recalibrated 12-month recovery factor, adjusted to zero-out any prior month's

over or under recovery over the 12-month period, sets the gas cost recovery factors

for the up-coming month. After notifying the Commission, the new factors are

implemented by the first billing cycle of the month.

5 Q. WHAT ARE THE UPDATED DEMAND COST OF GAS ALLOCATORS?

6 A.

10

12

13

14

15

16

17

The Company reviews the demand charge cost of gas (DCOG) allocation

factors each year at the time of the PGA docket and updates those to reflect

current forecasts. These DCOG allocators are based on a weighting of 50%

forecast sales and 50% forecast peak design day demand. The forecast peak design

day for the upcoming 2008-2009 winter is 365,370 MCF or 374,504 dekatherms

after adjusting for system losses. This figure is used for capacity planning

purposes as illustrated in the testimony and exhibits of Supply witness Rose

Jackson. Based on the latest annual sales and demand forecasts, the new allocation

factors will be 66.84% for Residential, 29.95% for Small General Service/Medium

General Service (SGS/MGS) and 3.21% for Large General Service (LGS).

SCE&G plans to make these new DCOG allocation factors effective as of

November 1, 2008.

1s Q. WHAT IS THE COMPANY'S CURRENTLY APPROVED RATE FOR

20 A.

21

22

23

COST OF GAS?

As of this filing, cost of gas factors approved by the Commission for May

2(:~08 for SCE&G are $1.21177 per therm for Residential, $1.15074 per therm for

SGS/MGS and $1.18638 per therm for LGS. The above gas cost factors reflect a

Firm Commodity Benchmark for all firm customer classes of $1.00951 per therm.

10

1l

12

13

14

15

16

17
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Q*

A.

The recalibrated 12-month recovery factor, adjusted to zero-out any prior month's

over or under recovery over the 12-month period, sets the gas cost recovery factors

_br the up-coming month. After notifying the Commission, the new factors are

implemented by the first billing cycle of the month.

WttAT ARE THE UPDATED DEMAND COST OF GAS ALLOCATORS?

The Company reviews the demand charge cost of gas (DCOG) allocation

thc_ors each year at the time of the PGA docket and updates those to reflect

current forecasts. These DCOG allocators are based on a weighting of 50%

forecast sales and 50% forecast peak design day demand. The forecast peak design

dab' for the upcoming 2008-2009 winter is 365,370 MCF or 374,504 dekatherms

after adjusting for system losses. This figure is used for capacity planning

pulposes as illustrated in the testimony and exhibits of Supply witness Rose

Jackson. Based on the latest annual sales and demand forecasts, the new allocation

factors will be 66.84% for Residential, 29.95% for Small General Service/Medium

General Service (SGS/MGS) and 3.21% for Large General Service (LGS).

S(:E&G plans to make these new DCOG allocation factors effective as of

November 1, 2008.

WHAT IS THE COMPANY'S CURRENTLY APPROVED RATE FOR

COST OF GAS?

As of this filing, cost of gas factors approved by the Commission for May

2(_08 for SCE&G are $1.21177 per therm for Residential, $1.15074 per therm for

S(IIS/MGS and $1.18638 per therm for LGS. The above gas cost factors reflect a

Firm Commodity Benchmark for all firm customer classes of $1.00951 per therm.

3
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Under the provisions of Order No. 2006-679, SCE&G is allowed to make

monthly adjustments in PGA factors as conditions change. During the Review

Period, SCE&G has adjusted the factors authorized in Order No. 2006-679 both up

and down. On average, per therm, the PGA factors charged during the Review

Period were $1.14964 for Residential, $1.06570 for SGS/MGS and $1.06112 for

LGS. The above gas cost factors reflect an average Firm Commodity Benchmark

for all firm customer classes of $0.89102 per therm.

s Q. DI; RING THE PERIOD UNDER REVIEW, HAS SCKAG ADMINISTERED

THE PGA IN ACCCORDANCE WITH THK TERMS OF ORDER NO. 2006-

10 67~&r

12

13

14

15

16

A. Yes. During the Review Period, SCE&G has carefully followed the terms of

Order No, 2006-679, and where applicable other Commission orders and directives.

The results are set forth on Exhibit No. (HLS-1). This exhibit has been prepared

in accordance with the applicable Commission orders and accurately reflects

administration of the PGA under the terms and conditions established by the

Commission.

Q. PI,EASE EXPLAIN EXHIBIT NO. (HLS-1).

1s A.

19

20

21

22

Exhibit No. (HLS-1) shows monthly over and under collections

experienced by SCE&G in administering the PGA during the period under review.

This exhibit shows that SCE&G entered the period under review with an under

collection of $5,823,077. As of the end of March 2008, there is an over-collection

of $13,736,357.

10

11

12

13

14

15

16

17

18

19

2O

21

22

Q*

No

Under the provisions of Order No. 2006-679, SCE&G is allowed to make

monthly adjustments in PGA factors as conditions change. During the Review

Period, SCE&G has adjusted the factors authorized in Order No. 2006-679 both up

and down. On average, per therm, the PGA factors charged during the Review

Period were $1.14964 for Residential, $1.06570 for SGS/MGS and $1.06112 for

LGS. The above gas cost factors reflect an average Firm Commodity Benchmark

for all firm customer classes of $0.89102 per therm.

D[RING THE PERIOD UNDER REVIEW, HAS SCE&G ADMINISTERED

THE PGA IN ACCCORDANCE WITH THE TERMS OF ORDER NO. 2006-

679?

Yes. During the Review Period, SCE&G has carefully followed the terms of

Order No. 2006-679, and where applicable other Commission orders and directives.

The results are set forth on Exhibit No. (HLS- 1). This exhibit has been prepared

in accordance with the applicable Commission orders and accurately reflects

administration of the PGA under the terms and conditions established by the

Commission.

PI,EASE EXPLAIN EXHIBIT NO. __(HLS-1).

Exhibit No. (HLS-1) shows monthly over and under collections

experienced by SCE&G in administering the PGA during the period under review.

This exhibit shows that SCE&G entered the period under review with an under

collection of $5,823,077. As of the end of March 2008, there is an over-collection

of $13,736,357.
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Q. PLEASE EXPLAIN THE ADJUSTMENT MADE IN JANUARY 2008 AND

3 A.

10

REELECTED IN COL. 7 OF EXHIBIT NO. (HLS-1).

This adjustment is a credit resulting from the accumulation of municipal fee

payments collected over an extended period of time. The basis for the adjustment

is discussed and explained in the pre-filed testimony of Company witness James

E. Swan, IV. Consistent with SCEXG's letter request dated December 20, 2007

and Commission Order No. 2008-49, the total amount of this adjustment was

credited to the under collection balances for the residential and small general

service customer groups. The Residential customer class received a credit in the

amount of $7,198,282, and the SGS/MGS customer class received a credit of

$3,300,962.

12 Q. PLEASE EXPLAIN EXHIBIT NO. (HLS-2).

14

16

17

A. Exhibit No. (HLS-2) shows a summary of the monthly forecast of gas

cost components and the resulting monthly over and under collection levels. The

end of period balance is zero showing that the forecast gas cost factors will

eliminate the projected over-under collection amounts by the end of the forecast

period ending April 2009.

18 Q. WHAT IS SCEAG REQUESTING IN THIS PROCEEDING?

7')

A. SCE&G respectfully requests that the Commission find that the Company

ha. recovered its gas costs for the Review Period consistent with its tariffs and

Commission orders and that it has purchased its gas supplies and administered the

PGA in a prudent and reasonable manner.

10

11

12

13

14

15

16

17

18

19

2O

21

22

23

Qo

A°

PLEASE EXPLAIN THE ADJUSTMENT MADE IN JANUARY 2008 AND

REFLECTED IN COL. 7 OF EXHIBIT NO. __ (HLS-1).

This adjustment is a credit resulting from the accumulation of municipal fee

payments collected over an extended period of time. The basis for the adjustment

is discussed and explained in the pre-filed testimony of Company witness James

E. Swan, IV. Consistent with SCE&G's letter request dated December 20, 2007

and Commission Order No. 2008-49, the total amount of this adjustment was

credited to the under collection balances for the residential and small general

service customer groups. The Residential customer class received a credit in the

amount of $7,198,282, and the SGS/MGS customer class received a credit of

$3,300,962.

PLEASE EXPLAIN EXHIBIT NO. _ (HLS-2).

Exhibit No. __ (HLS-2) shows a summary of the monthly forecast of gas

cost components and the resulting monthly over and under collection levels. The

end of period balance is zero showing that the forecast gas cost factors will

eliminate the projected over-under collection amounts by the end of the forecast

period ending April 2009.

WHAT IS SCE&G REQUESTING IN THIS PROCEEDING?

SCE&G respectfully requests that the Commission find that the Company

has recovered its gas costs for the Review Period consistent with its tariffs and

Commission orders and that it has purchased its gas supplies and administered the

P(iA in a prudent and reasonable manner.



Q. DOES THIS CONCLUDE YOUR TESTIMONY?

2 A. Yes.

DOES THIS CONCLUDE YOUR TESTIMONY?

YeS

6
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